OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

GERALD C. MANN

ATTORNUSY GENIRAL

¥on, Walter €, %Woodward, Chairmen R
Foard of Insurance Comrissioners
Austin, Texas

Dear Sir:

paid during the first:
ansfer to the associa~
obers mentioned?

: + Operating une
provisions of Ar'-'!.cle 48597, Beotiocns
sired the trensfer ta it during _
357 of the memberships of two other

1 ald asscoiation, In filing it
Tax return for 1938, the Protective Life In-
surance Company of Texms deducted from the
gross premium receipts the payments made br
these transferred members during the fin

year after the transfer, Please aﬁvisa

this doduction was legal.™

MO COMMUNICATION S TO SE CONSTRUED AS A DEFARTMENTAL OFINION UNLEISS APFROVED SY THE ATTORMIY AL OR FIRST ANT




AH)

fon, Walter C. Yoodward, Zanme 2

Article 7064a, as urended by the 46th . Legis-
lauture reads as Tollows:

"Evary grcup of individusle, socliety,
associetion or ccorporation domicited in the
State of Texas transacting the business of
life, accident, or life and accldent, health
and eccident insurance for profit, or for
mutual bene it or protection, shall at the
time of filing its annual statemént repoxrt
to the Board of Insurance Commissioners the gross
smount of premimms received from or upon the .
1ives of persons residing or domiciled in this -
State during the preceding year and each cof such
groups ef individuals, society, usochm
:r utiu’tor’:wm“%r-i r-uipt
one per oen gross um 8, .
1ded, however, that this tax shall not ape
gxtomammmmmmm. ormtor-
benefit socleities or organizations, auch
.gross premium receipts so repgwted duli
include premiums regeived from-other uoenud
companies for reinsurance, but thexe, )u
no deduotion made for premiums paid T
surance;- X any such group of mamam,
-ooi mochtion or coryorations does
tine kind of insurance business, then
it aun pay the tax herein levied upon the
groas premiuws for each kind of insurance writteng
the provisions of this Aot shall not epply to
fraternal insurance orgenizations or socleties
that 1imit their membership to one oocupation,
The report of the gross premium recelpts ahnu
be made upon the sworn statement of two (8)
principal officers. Deduotions from the groses
premium receipts shall be allowsd any group of
individuals, socciety, association, or ecorporation
of an acquisition cost of all of the rirst year's
premiums, except that on industrial business such
companies shall be permitted to dedust one and
one-half (1%) times the amount of the first year's
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preniums as acquisition costs. Upon receipt

by it of the sworn statements above nrovided

for, the Board of Insurence Commlissicners shall
certify to the State Treasurer the armountoof
taxes due by each of such group of indivicuals,
society, association, or cogporation, which tex
shall be paid to the State Treasurer on or be~
fore the lst of ¥arch following and the Treasurer
shall issue his receipt therefor as evidence of
the payment of such taxes. Nc such group of in-
dividuals, society, assoclation, or corporation
ghall receive a permit to do business until all
such taxes are paid. The taxes aforesaid shall
oonstitute all taxes and license fees ccllectible
‘under the laws of this State against any such
insurence organizations, except the fees Yyrovided
for under Artiocle 3920, Revised Civil Statutes

of Texas of 1025, as amended by Aojs of the -
Forty-second Ingialatﬁra-ot 1931, Chapter 152, Bee-
tion 1, and no otier taxes shall be levied or
collected by any county, city, or town exoept
State, county and munio ad valcrem: taxes upon
the real and psrsonal property of sush insuranes
organizations.” :

Axrtiole 70648, supre, provides for taxing certain
types of insurance oompanies; and in errivisg at- the net
tax for-preniums sollscted by such campinies from their -
policy holders permits the defustion from gross prexiums
of the acquisition cost of the first year prepiums.,

We quote from Words & Phpases, Vol. 6, page 5514
as follows: o

. ®"The consideration paid for a policy of
insurence is called the premium.”

The Supreme Gourt of the Stefje of South Dakita
in the oase of Noem vs. Zquitable Iife Insurance Company
said: o

*The rirst'praniun.mnans the first payment
of premium as distinguished from the first ennual

premium.”™ :

Yirst poliocy yeer means year for which policy was
fbret issued. Words & Phrases, Vol. 3, page 685,  Also see
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the cases of Carter vs. Standard Insurance Company, 238
Pae, 2593 Americen Nationel Insurence Company vs. Thompson,
186 SW 254,

Article 7084a, supra, specifically provides that
the deductions from the gross premium receipts shall de
allowed any group of individuals, sooiety, assooiation, or
ocorporation of an aoquisition cost of all the rirst year's
premiums except that on industrial business such compeny
- shall be permitted to 4#duat one and one=half times the

smount of the £irst year's premiums as acquisition gost.
We are of the opinion that the Jegislature had in mind de-
duotions from the prn!.un regeipts as asquisition
cost, all of the year's premiums when the policies
were first acquired and 444 not contemplate a tyansfer of

mgﬁi oi;’murl:m ﬂ:t :n:ul;o ‘guldr ‘:d bthmm
N 8 g oy not be
to dsduot from the gross. m-!.iﬁ'mma the pavments
m3de by these transferred mexbers, N ’

. You ave respmruny miua that it 4s the op!.n-
101101‘ thildmmm that a statewide mutual mumnt
cnpan{ under the provisions of Articld .
Seotions 1 to £O

. p1udy 1.n arpiving at t
tanbio premiuvms under Arti % hyonkk 74

: would not be permitted
to make dedustion from the grgn i m as. the acquisition
cost of all of the rirst

paid during the
firsat yoar after transfer to the uumhtion or scmpeny,

: Trusting that the torogoins anmrs your 1nqu1ry,
we remaih

| | 79::7 truly 'yours ]

ATTORNEY GENERAL OF TEXAS

AWIRFOVED JUL 14, 1939
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